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The key to industrialization was not the independence but inter- h “ ;
- depéndence; no indivijual was-self-sufficient...Dominating this . . R
was the modernfcorporation...A ity 1s created and ghrough 9 ’
if the individual finds a higher @xpression of himself.. S

‘4 ¥

.Changing expectations defining appropriate relationshidps between'business and

society have much in common with<hanges which defined--and are still‘defininér-hon

employee~employer relationshigs should be managed. Several themes are visible ﬁn

) -

. . H
both movements. Changing methods and the increasing size of production systems sub~-

= -

stantially altered’{he dégree of interdepéndence between workers and nanagers on thé
\ -« * ) . : . . »
'Qne hand and between businesses and the communities 1 ‘which they operate on the

*

. . other. Initial attempts to.mandge the new, interdepen c*es'stressed voluntary cop-
\
! 'pliance nd cooperation. “This strateg?‘proved to be. inadequate in the case of labor'
L 8 :

L Y

relatiofis, as unions mounted credible strike threats and management acquiesced fi?

- ~

griegpnce arbitration. Voluntarism also is likely to be,inadequate for managing

B

amerging interdependencies between business *and socieﬁy. Uncil very recently,

at least, regulation has been forcibly encroaching on what hadthpen areas of
. 5 e o T 4 .

exclusive managerial prerogative. : » T .

There are also importaﬁt differences between these two movements. While both
. .

‘initially stressed voluntarismp found it wanting, and generated means for the admin~

istration of coercion, the managemerdt of labor relations developed wa%s to privatize . *

. — - . .

coercion through €ollective bargaining and the arbitration process. Governmeht leg- -
¥
{ ‘ .

islation provides the framework through which accommodation is realized. Government,

* g

however, has not maintained-vo ey sought to achieve-a third-party status in the

’ - »
management of business-society.relations) It hds sought an advocacy role . ' o,

\/ . 4 ’

\ Vﬁupporting-—and even formulating=-society's claims against ousiness\interests. This

" '
federal action was more frequently directed in SUPPOTL O rathbkr than in oppositégnffr P

N U

) - to w%at were then managerial prerogatives. °u9h action proved to be inadequate. It

also-happened in the history of labor relations, althoug:&é;p this’case, state and -

B < coad

S i »

. . . . P * I'4 A <.

e Lt - RN

L &~ 4
S ’ Gucceeded neither in protecting asnagerial interests nor “in making workers\pr manggers AR
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} more considerate of each others problems and concerns. If anything, it ?ngff,/ted
- N " . . "‘>¢
tensions and prolonged the inevitable accommodation. . ' .
// .

Our-thesis in this paper,isimply put, is that the most effective role for gov-.

'ernment-involves providing the idstitutional framework through which accommodations

,can be made, Governmental advocacy did not and does not help résolve labor-management

14

disputes. If the parallel we are'drawing is appropriate, therefore, the trend in the
’

}management ‘of business-society relations may Be --'or, perhaps, has been -- a
L . .

.

costly and aVoidable'error. € -
, g . L3
In this paper we attqnpt to detail the reasons why an advocacy role for govern~’
¢ 7

*  gent involvement has been and will coptinue to be ineffective. We. Segin By describing tke

J/ -

~.

limits of voluntary cooperation and the necessity of coercion//informed both by the

&

lhistOry of labor relations and by recent developments in business-society relatioqs.

.
-

We describe how both workers and managers generate counter-noé&s, norms of non- s

’

compliance, which effectively blunt efforts to undermine t?eir positions. These ) ©

and, as recent events indicate, they are emerging to

{
to government thitiatives across a broad range of issues.We
o

i J rms\are common in the workplace,
T (: oordinate managerial resistance~

» Y.nd our discussion by suggesting an alternative to the policy specifying greater gov-

ernment involvemeﬂ? in the private sector._ qtr proposal 'is preliminary. The prob-
lems it addresses are complex. fhe solutions we propose can create other--—péxiaps’
mote costly-—problems. ever, we feel we must\enpand the range of alternatives

currently be é discussey. Our aim is to assist in the search for ways to reduce the

’

costs associated with coming to the inevitable accommodation between -private and public

%
in;«erests, and we believe that imstitutious developed for managing labo‘r-manage_inent

¢ ’ -~ " ‘ -

. relationships provide at least a starting point for such a search. . «
‘ - B ’ v o
- 4 ’ ] : N . .
EMERGING PATTERNS OF ACCOMMODATION BETWEEN LABOR AND MANAGEMENT .
- ‘ "

o N . As the modern {actory system replaced home prodnction, markets throuaﬁ\@hich pro- o

- ‘ :
ductrs exdhangéd goods or services'forﬁroney in thet!pre~factory putting-out system )
1 - . S ,

.
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'gave way to rules, regulations, and managerial directives designed to coordinate and ?

-
' s P 1

control the activities of newly interdependenc workers. °*As & consequence, worigrs,

steeped 1n an individualistic competitive set of values, found themselves culturally

ill- quipped to deal with the realities of laﬁge scale production systems.6

L)
New patterns of interdependence brought new responses. Rather than producing and }

. being reu;ZEEK'Sgcihe basis.of their own efforts, workers found themselves bound by . '5-‘
. . . e ., .
~ complex.webs. of interdependence. §veryone”had to' do their part in order ‘for anyone

¢

. Co e , . ‘ S .
to be productive., The rules and directives designed to manage. this interdependence
frequently were updated to increase productivity. Speedups often were not accompandied

. ~ ' . 3
by increased compensation. Workersz‘however, soon iearned that their source of power

. -7 : s ‘ .
in collective production systems lay in°cooperative,efforts desigrned to reduce their ‘Ax
¢ a

vulnerability. As Ginzberg.and Berg note, ) : .

®

The concentration of ever‘larger numbers of workers under one in- .
dustrial roof; the application of scientific management to the . - * - \ |
procéss of production; “the géneral ruthlessness of policies af- i
fecting employees, all operated as a-spur and a goad to the organ-

ization efforts of workers who learned that through pooling their

strength the¥ might be able to cushion and moderate some.of the

. harShn88$ [ R [

2 . . ' 1 ., : “ Y :
Uniorfs, of course, were the most wisible outcomes of this response. Less formally,
LI . . ‘ ’ 3

e

. hovever, unofficial group norms restricting productivity became commonplace.
. / .

-
.

Initial Responses to the Emergence of Collective Production - 1
" Systems: The Puman.Relations Movewent- y . ©

Originating in the 19309, the human relations movement may be seen as.a mana- "~

. e l

gerially-oriented response to thé problem df securing volurrtary employee- cooperation

]

in collective production systems g Chester Barnard argued that‘contractual relations »

’ " L4

betyeen employee and empléyer were insufficient for obtaindng the degree of ccope a-
tion such systems reguired 1 What was. required was, first, a closer *dentiﬁication
. * . 1 9 .

B2
betneenffﬁz needs of bdth employges'and organizations and, second, norms which lie
X
beyond surVeillance and contractual sgnction, but which encourage behavior consistent
G’ » i
with the organization 's needs.9 T "‘i . -
. .o, . ,\\—' »‘y . ’
e 'i ‘e
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Markets alone had prpven .to be inadequate for managing collect*ve production. . f

.

The rules and directives which replaced them were.being effectively resisted Mana—

’

T gers were expected to magﬂnize productivity, yet to do this they gequired the cooper- .
~ ation of subordinates who frequently imposed their own versioms of what constituted "
L : ' “a fair day's work." Moreover; "rate busters who proddced more than the informal
norm prespribed could be sanctioned by thef’zpeers. They were simply one cog in the D

- ?

- N N -

- 'web of interdependencies which characterized the new work systems MAterials orv in- v

a

*

formation they'needed to do their work could bde withheld by others. The fact that ‘
, i .t
y ')

they how worked in close proximity with cheir mates reinforced the effectiveness of
sogial rewards and punishments. To the extent that emplovees formﬁd cloSely-kdit -
) cohesive social relationships, productivity norms were particularly efﬁective.10 It

became cﬂéar, therefore, that another strategy was required. As Barnard.pointed out,
. ; B . ¢ g - '
- the-difference between an effective add ineffective ‘organization often lay in the ex-

) -

tent to which the organization could secure willing voluntary compliance to the needs
of the_organization.. Forced compliﬁnce to imposed rules and directives, it was ar-

" gued, would not work. What was needed was a ‘new Yay‘to integrate the informal‘secial1
iorganization and the needs of organizations for productivity and‘efficiency.

°  Human relationists took it ‘apon themselves to‘design Stems in which employees-—7
would when neggssary, subordinate their individual interests to those of th:‘inter- . .

- s -

.

"
-

- to inelude empl yees‘and work groups in the goal-sefting and ru1e-making process.

V
Such participation, it was felt, would result in greater commitment to the rules and - et

»

V/r in a betger. alignment becween.informal work norms and organizationally acceptable pro~

. cedures. this, human relationists ‘were criticized for elevating “the group above .

) . A
idealogy. The rea} pioneers were those who had earlier designed the cqllectivé pro-
. i AR .

du?}ion systems.




',  ests and tHose of the group formed to achieve benefits for its members. 13 ‘Each par-

N

‘ _ . } T . v . : . . . h
{ . o, b= . . v
. - oL v * . ‘
v 3 L] - 1 4
.  Human relationists often did not recognize or, perhaps, appreciate the difficul-~
 ties: associated with aligning the interests of employees, mork groups, and organijza- -
tional goals.12 However. differences in employee;, work groE“, and “corporate interests ’

~t .

+  proved tb\be difficult to overcome. Tension was inevitable -between individual inter-

» A v
ticipant, ecogniz g that he or she will’ secure the result regardless of how much)

-

“effort he or she puts in so long as the others contribﬁte, will seek to minimize their
contribution in the expectation of realizing a more favorable effort to reward ratio.
Since every member df the group may be expected %o do thé same, some form of coercion

. is required if colledtive goods are to hF realized.%* Means for managing conflicet as

' " well as ac¢commodation, therefore, were required for effectively managing. the complex(
. M [ . '
1 interdependencies generated by systems of gollective production. ' \

% . - -

Collective Bargaining and Emerging horms of Association

Norms of’ association provide legitimacy\for the use ofi coersion in the interest

i

. of securing collective goods. A fundamental norm of assSociation, the rofm of re-

']

ciprocity, states that those who receive benefits should reciprocate by providing

contributions.15 Simply put, those who provide receive, and no ona should get some-

thing for nothing. Those who seekbto benefit withouts contributing may legitimately °

be punished or coerced into contributing. qutributions, then, oftencannot be left
x . - v . . R N -, - -

solely to the voluntary choice of the participants. Human asdociation often requires

.the application of coercion, and it'requires effective norms of associatidn to pro-
- i

vide legitimacy for such applications. . . .

Nor?m of association have emerged to help manage the increasingly complex inter-

- dependencies of modernégroduction systems. The coercive- leveragevu?éasﬁpplieq when

unions achieved the capacity to issue credible strike threats. Manageaent accepted -
R + ] . N , ' . :
grievance arbitration in-exchange for pledges not 'to dtrike, and effective norms of

= -

assoclation were worked out—-and are still being worked out--through the arbitration




W

<

._ little recourse but to-accept such norms as the only means fo% securing the needed

A}

, binding arbitration.lg

For example, arbitrators Have held that L) the contract does not reserve

g
(2) Employees cannot engage

prdcess.,

for managemen
L]

,1n thoese activities which clearly inhibit attainment pf a;ganizational activities,

LY

ll rights save those explicitly cpnceded.

: .o .

3) Off-work activities are beyond management control, unless they are clearly detri-

» < f

mental to “the enterprise. And (4) Senfority is a legitimate basis for claiming exemp~-
These are evolving implicit rules, backed up by pfﬁsn
S— VAN \

Managers who are
’ .

tion from disciplinary actions. -

" These norms of associatiod are nmot limited to unionized plants.-
- < * - - .
noty constrained by a union cpntract often are very sensitive to emerging norms speci-

Norms ogzassocia- 4

.

A 3 o
fying fair and equitable “treatment precisely to avoid unionization.

tion; then, have emerged to go@ern the more problemmabic aspects of labor-management

relations,

diverge and’emplpyees can mount crediblé threats to strike, management often has had

v .

LS

* . 1

cooperation, L //’“ . o
- / . . A ’ - ’ 4
{ “+ Rl
From Coercion to Cooperation: 'The'Quality of Work Movement 2 &\

* ’ ot s . N

In the early seventies a number of people were becoming disillusioned with the

-
-

abil;Ey of tra?itignal\labor-management relation% and the colleptive bar ining pro-

cess to secuée the degré% of cooperation required by effective and efficient produc-
v

¢ A ’

tion systems Productivity per.labor hour had Ieveled off aftg:ineaxly twenty-five -

The President established a Co ssiqn on ProductiVity

years of . consistent increases., -

¢ ~

and charged its chairman, C. Jackson Greyson, with determining methodé for ‘increasing

laborwproductivity as a means for fighting inflation. The committee determined that

“one of the reas%ps for low productivity lay in the inability to secure employee com-

mitment and cOOperatiOn.

'

To secure such cooperation, it was argue& ways, _would have

to be found to increase'employﬁe involvement in decision-making and _in the quality

o+
»

of life they e7perienced at work.17 Y
. k.d

. " .
__;, 7; < ' "‘i" ;/ _‘ ' . a s . ) N ’ . .S
B !

i3 = N, . S -

To the extent that the interests of the brganization and those of employees .
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| ' ~p-
Accordingly, a quality of work life progr§m was established within the Commis-

giogiéiIn 1974) this program~separated\from the Commission and pstaggéshed its own or-
’. —_ . " ¥ B t
ganization, founded by Ted gillsJ formerly a special agzistant to Greyson. Mills'
* . . - . - 1 .

organization, initially called The National Center for the Quality of Work Life but

lager changed t8 The Natfbniﬁﬂﬁuality of Work éenter, set up' several éxperiments~in
18 )

lgboF-management colperation. The design used'by“the;Nafional Quality, of Work '

Center to facilitate greater 1Jbor-management cooperatioh is complex.ﬂ It involves
] e .’ ,

Cor v 4 .o
_« \he establishmedt of a joint labor-management committee at the plant level. This

¢ -

LY
(1

committee is composed of equal numbers of locél labor and plant management représenf
tatives;.however,' every effort is madei;o encourage equal participation and to avoid

the introguction of 4rady€ipnal adversary’proceedings. «These committees ére)brovided '

9

with outside &bnsultants, usually in the area of group ‘processes and dec}sioni?gking,
. -, F . ;’_'d ' . > .

ghd an indeperndent evaluatorv, The evaluator is responsible for assessing the experi-
. ‘ n [

]

ment and for disseminating the results through business and labor publications. The

¢ g

4 v’ . - - . . ¢ R . ,
committee is usually divided into standing committéeé and ad hoc project committeesv
, ] e

- s ' ) i :
- but the management pf the entire experiment is th;:EEkRz:sibility of the.,whole local
B : . ~ . . \

4.abor-management committﬁe./’The entire design is presented in Figure 1.12 .

s . . ™ -

. - ! PO - em ™ wm -
+
’ " ¢

o I 0

A\
. Y

. .
»

. v L -
~ The quality of work movement is still im.its infancy, and it is difficult at this

’ .
is "unlike .the ,Superficial and fleeting fascination with the "human ,relations” moye-
. o« . ’ R N
“ ,ﬁenp." He argues that "this (movement) “has kvpé? appearance of coming from a,signif-

3
.

icant change in management philosophy. that is expﬁgssing itself‘in pé%manent-altera-

tions ih'corpordge structu:e;"zo It has received substantial fiqgncial support from
b . - )
sﬁth organ‘zationa'as the Ford Foundation and the Departmént of Commerce. Sincé\?gz
s ¢ RS ’ . ) .. .
~ early seventies at least thirty regional and sfate organizations have emergeqpfo pro-
‘ T x o -

[ ’ ° N

i 0
L . .
7 . .
.o .
5 - . [

.- - oo - LT N . . L |

- N - 5 J . =
o . . . = - * * .
e - Tt T . « LT . . o Lo

.- : e P , .

point to chart which direction it viii take; Mills feels strongly that the woement .-
# * . ¢ .

4
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vide‘'promotion, educational
\\\\ ment cooperation and the quality of work life., The Labor-Management Cooperation et
, _

- of 1978~specifi2§lly authorizes the Federal Mpdiation,and. Conciliation Service to en~

and consulting services designed to pr;:"e labor-manage—

*gagASin activities which facilitate creation, operation, and support of labor-manage-

M .
. . . .7
V . '3 - *

ment committees on plant, inFustry and community levels,

J. .« o . . * . k ’ "
- L , : EMER‘GING PATTERNS OF BUSINESS-SOCIETY RELATIONS '
»

. Y i L

. While the dilsion of labor and the resulting interdependencies were laying the

groundwork for new no;ms within the workplace, growing interdependence awong corpor-

-~

-

e 5

s ations and between eorporations and the commUnities -in which they operated was setting
A . 3
_ the stage for analoégus changes in expectations concerning the proper role of business
— 3 - s
; and society. During the following decades, prescriptions which assumed independence
T . - - 5
Y and/mdnd;;ld competition began to,give way to prescriptions which recognized growing
; . ~ : : ) ) ’
. interdependence. e ] > , ‘ T
, . ® . ‘ < . . . . 4 \ ) |’ . B
Increasing Visibility of the Interdependence between Business and Society s .
The social costs of business represent perhaps the most important aspect of in-
» . —f‘-ﬁ.— .
3 . creasing interdependence tetween business and society. These are real costs of prQ:~_uﬁ
* . ‘

e

,duction which are not borne directly by the producer or by ‘the consumer} such aseair

Rz and water pollution. Karl Kapp traces thé emergence of social costs to.the belief in’
(

-

#t

market mechanisms as means fdr channelling corporate behavior in the ?ubéic interest.

He argues that profif constraihts oblige firms to reduce’ price without sacrificing

- quali;y Cne way to do this s to export some of the production costs onto, third

K]

parties. “Costs such as those for employee 'health and well-being, environmantal pro-

.tection, and the conservation of nog—renewable resources will fiot willingly be borne

=

»‘ ' by, thé’producer if to do so will resulf in increased

21
" ness velume.

pfice or lowe: profit and busi-

3

It is not necéssary to presnme corporate greed, onlv the need to sur-

= ‘vive., The firm which absorbs these costs will quickly be priced out of the market.

. .

A




The only lasting solution tg the problem of 'social costs, therefores»may be to reduce -

- K

-
-

our reliance Qn purely ket  mechanisms of'control. y : .

+ . 7

Problems associated with complete reliance on market mechanisms agh increasing
2 .

“e

S
.

social costs were recognized long ago by far-sighted economists, such 2 John CYark, .

~ 4,

who accused, many businessmen of "blind indiva‘palism and proposed a system of public .

" accounting, since/"industry is essentially a matter of public concern...(an the - e
stake which ‘the pyblic Has in its‘processes is not adequ;tely protected-by the'safeL -
éuards yhich ividualism affords."?; Such concern, -however, was not limited to
thbsezoutside he business oommunity: IQ fact, businessmen{were among the first.to \
/

+
)

¢ recognize the altering state of affairs, Owen Young, former General Electrig/zbairman,./
- e ~ f
. . L S N
criticized his fellow businessmen for "rampant.individualism.” Alfred Sloan, former .
" . . v N &
Genexal' Motors Chairman,. asserted-that ",..the enormous scale upon which business is .

leg o

done (had) not only changed the methods of' industrial management, but it (had) brought

about an entirely new éonception of the relation of businessmen to the public.“23

[}
A

Like early union organizers, however, these pioneers lacked sufficient-ieverage among

their colleagues and often expressed frustration F ¢ the inahility or unmillingness

of their colleaguesito act in their own long-term collective &nterest. ;' ) .
1 W .

. The new conception invariably emphasized voluntary cooperation and accommodation,

‘ and‘recggnized éﬁh: the responsibility of business is to.serve customers;)employees, ’
. and the society at large as well as shareholders. Francis X. Suttop labeled this ‘

emerging perspectiVe the "managerial ideology." 26 Its fundamental tenets are:

1) profit seeking is compatible with butrsubordinate to the goal of socjal welfare,

2) the well-beingQ\ﬁ-tbe organization rather than of the owner should be the central

focus of concern, 3) managers are professionals who mnst mediate among various ip-

4 .
o & &

terest groups, 4), big business is made necessary by nati nal markets and national

' -8 C
demand, and 5) some government regulation is needed to moderite extkeme fluctuationms
¢ s i

in the business cycle, 25, Monsen and Cannon summarized the new view as follows:

....it daemphasizes,the traditional forces of supply and demand as
determining'prices in the competitive market and stresses more the - ; .-

. .
. .
PO N \ s N - N
L S . o > ) .o
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) Qg;\ composgite’ group decision magking of goverpment, business, labor, -
:" - w and the public consumer. It argues that management is a trustee
. L who 'serves the interest of all groups, taking account of Bgge
LY . P than just the concern of his own stockholders for profits. , .

. . , .
Y A frequent theme of those holding the managerial perspective, reminiscent of ‘the R

5 Y 13

voluntarism which charac;erized the‘ﬁuman relations approach to securing cooperation

,
B ,,-md -

. in colleci.:e productiop systems, is that the ihterests of business and the intérests

A / .-' i

of society are compatible, at least in the long run. Paul Hoffman, while president .

S ‘ . LY %
of Studebaker, stated that.it was "good business td be human and...decency pays

dividends." Frank Abrams, once chairmAn of Standard 011 of New Jersey, a serted that

{
the lod% ~term interests of sharehoIders cannot ryn counter to the long-t interests "

of the American people.' Donaléson Brown, when an executive for DuPont ’¥&nd Genera
) ¢ ® .

Motors,, noted ' '...the absolute interdependence between the'welfare of bu ness and

. & ~

o ~ the common welfare of society. Finally, in arr of ten misquoted statement, Charles

¢

. .hilson tEstified in 1953 that "...what is .good for‘our countty is good for General

' 27 .o ¢
= J?ﬁisg,,tors and vice versa." . " ! .

.~

_é;: EM’ore recently, Henry Ford II has argued that "improving the quality of society—-

' investing in better employees and customers for tomorrow--is nothing more than another

- : ‘
- ! ‘y 2

step in the evolutionary process of taking a more far-sighted view of return on invest- N

g , P -
. -+ ment "28 Ford has been coumseling his. fellow businessmen to "...stop thinkifig about ;

<
3 * ~ 4

g
the.pursuit of profit and ¢he pursuit of social values as separate and competing busi-

.

B!

ness goals...start thinking ahout changes in public qalues as opportunities to profit

A | by serving new demands.'29 Many of Ford’s colleagues appear o have been 115tening° B

Fred Allen, Chairman of Pitney—Bowes,‘for example, has aggggg that "...this era of
-

growing interdependencenghould counsel us to réhexamine all fundamental levels of the

free—enterprise system. As businessmen, we must learn to weigh short-term opportuni- +
\ ties against long-term possioilities...."3o’ The chogxs cotld g0 on and on. Once it
o -
’ is accepted,scﬁ"‘idea that there is an identity between business and societal goals 7

f_ suggests that the primary problem associhted with reconciling ther involves measurﬁ-

4 -
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- Once means become-available for determining long—term ‘business and sociefal

.’ [

cqsts and benefits, more responsible and profitab business\behavior will result.31
: V o s ’ . .

The Limits of Yoluntary qugeration and the Necessity of Coercion

s v 7
S

. / . ‘
The interests of the business gommnnity and those of society as a_whole may in- ¢

’

7

sdeed be compatible in the long run. ‘It must be recognized however, sthat the business "’ p

{ comnunity is not a coherent social organizarion, but a loqsély-conpled.aggregation of
v . ') . e - 'y '
P . -

business ‘people whose interests have traditionally been viewed as being incompatible,

. . at least within industries ar markets. Consequently, there has been litrle leverage

-

available to constrain "free riders," businessperspns who would prefer that their col-

- «

* ,leagues absorb social costs ﬁbile they participate ;n the benefits of an improved

’ business climate. The traditjomal view, backed up by legislation and legal precedent
*

which constrains cooperation, is, still held by many busineSspeople. There is little

&

%

reason to- expect indivi comp ﬁirms to absorb costs for social welfare when
s .

ial benefits (e.g., a clean environment, public

&

y they can expeca to. realize the

. good-wili etc ) without assu g the costs. In addition, they will gain a oompet‘-

-

tive advantage, because they will be’able to charge fess for the same ouality “prod-

4

AN uct. Voluntary cooperation, therefore, is not likely to bleorthcoming in sufflcient

anounts to reconcile short-term tensions between the interest$ of bu51ness and the
. b

3 »
oo ciatiBP which function to enforce the norm of reciprocity through the legitimate ap-

interests of society What may be neefed therefbre, are effective norms: oI asso=-

h /

plication of coercion within the business: community. Such norms will ve particularly

critical to the extent that derxe ation contfn:es to undermine the only source of

+

N

legitimate coercion currently op ating those administered’ under governmental auspices o

‘? ,

There is mounting evidence ocumenting.the inadequacy of»relying solely on corporate

ta

voluntarism. In gddition to the frustration§ eﬁpressed by socially-minded executives + & «

such ag those noted above, social programs sponsored by the business ,community have

e

Ty expefienced considerable difficulty. In Vew York, Winneapolis, and Los Angeles, for

N .
~f A\

! _example, coalitions of busineﬁsmen ‘whose concerns were mobilized by the urban unrest of the

gilt {;Nﬁ“TEZEe sixties _have fallen into disarray, often because of internal sﬁuabbl ng The
- : . » v . ‘ .

. l: g s t_:,‘,:,‘{ ,"' A “’(““_ e . - T e R -
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National Alliance of Bus}’essmen has had 1itt1e success in attracting small and medium- ’

. A

sized employers. Many 1oca1 groups ‘such-as Boston s Oppor;unities Industrialization ~ N

Center and The New Detroit Committee have been plagued by financial problemﬂa

q»

More telling, perhaps, is the record of corporate philanthropyug Since 1935 firms

»

. ~,  have been allowed tax relief deductions of up togfive‘percent of tbeir net income for

L

e an cha table purposes. Recently, the Commission on‘Private ‘Philanthropy and Public

) . Needs hag estimated corporats contributions at one percent of net income. Moreover,
{\ um‘ 7/
. the report states that masgt companies do little or mno giving, and only six percent

’

made cont;ibutions over $560 during the period under study. Nearly half of a11 con-"*~

tributions came from fewer than 1,000 companies. The amounts which could be made .

’ available are not small Philip Blumberg has estimated that each one percent of pre-

E e taz corporate net inconte repgesents philanthropic support equivalent to the creation / fr

b
' of five new Ford foundations.33 Despite this potential, 3nd despiec’increasing reali—

zation that thekpublic image of- business is in decline, corporate giving remains c0n-

‘ siderably-below the legal,limit. The Commission concluded it was ironic that
d ' , ++othe business community, which has so often expressed its’ ?;éh oot
e wariness of Washington and- the growing size: of government, . ’
' ’ should fall so short of legal limits in helping select ang4
. © . support public beneficial programs outsidé of government.i . "

< - o’

‘ ]ft is ironic, buc understandable. One does ot have to conjure up images of .-

v greedy rapacious businessmen to explain it. Through significant giving, a11 but the

largest and most financially secure corporations could jeopardize their market posi~

tiom. They also could become vulnerable to take~over bids.3? Woreover, they do not N

L4 [

c? have-fand currently are constrained from developing--the kinds of informal social”anfku/,
. economic sanctions which might allow them to discipline themselves, As was the case .. =
e :

t. with "human relation and the need to- cultivate cooperation between employees- and
'management inside the corporatidn, means for administering coercion may be required
if gignificant cooperation is to be forthcoming. ‘ L ) .

ARN .
- S ! . ’ . ‘et
v e i , e , g N <




T . ° L

¥ .' ,. < . e
ent ‘-Regiilation: the Emergence of Norms of Resistance

AL #

1. Currently, the locus of coeg:ci_\';e .forcyincreasingly’ 1ZV.“fég with kf‘eden;l,_state,
‘Kp'otent force and has provided considerable lever'age'

and local gogernments. It has heen a

o . .

- ' . . - - - < v
g ! for the managerial~perspective, ' As noted by the Committee for Economic.Developm&{,_\
‘v -a \ . g . oo v - P
..othera is.the positive appeal to the corporationm’ s gheater
pportunities to- grow and profit in a“healthy, prosperous,
and well-functioning society. Ang, there.is the negative threat
of ‘increasingly onerous compulsion and barrassmengéif it does .
. . , uot do its part in helpingmcreate such a society. . K : (
- 3 * PR .@t‘ " . . i (

Increasing government reguiation has’ been pervasive. _Murray ‘Weidenbaum likened it “to—

LT

a second managerial revolution.. The °£irst revolution was characterized by managers

At ’ ~
N wresting control of the corporatiqn from their owners. The second revolution was
A cbarac»terized by a shift in thev~locus of control from professional managers to gov-

Y G

" ermment b\.x,lreaucratsz.:s,7 o, o -, ’ . o )
. 4 3:\)- ‘ st B
The imposition of externally applied rules and regulations,® however, has not X ]

.~ secured the degree of cooperatidg\née%ded to e&ectively manage the interdependencies

' between business and society.,,}@te the coercive directiizes issued by managers to con- .

trol and coordinate activities in collettive production systems earlier in the centuty,

.
' A »

‘ .' .‘ directives issued by government provided an incentive for the creation of infoz:mal @
’ norns directing executives t# resisf: and render the external tontrols ineffective. -
5 ’ Such norms have 1ong been a fact oflife in the 8oviet Union. 2 They have begun R/
TN emrge here, uhere the rules of b‘usiness ethics are developed and maintained more in- )
, dependently of’ the legal and politicals svst-sems 39 . ‘ ’ . C :
', -~ T, ¥
. Tb.e pnolifera..tion of goyernment constraints has been met by an expansion of the role of.

: . - - '
‘ trade associ'atidn‘s business lobbies ~and an increasing business presence in Washington.

‘Otganizatiqns such as che Counci} o“f Delense Space Industry Associations were

~

formed to coordinate lobbying efforts. * The \Iational( ) ' . ‘ '
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.Association'of Manufacturers moved its offices‘from New York to Washington and has'

* tjoined forces with the. Chamber of Commerce of the United States. These organizations
kS i N . ,-

é
have worked’ with the Business Roundtable, the Public Relations Society of America, the
g

Young Pre;ideﬁf’?Urganization, and others to form the Committee or Business Overview,

¢
- , ?

-

A group designed to défend the business community from political assault:s. 40 The in- .-
. ) B
creasing politieal clouz of sugh groups is very difficult to dény, given the nature of
4 ) .
both the budget and the tax legislatiqn passed during the ldst few months.
. B ] . - Aﬁ\

’ o

. HOW T0 MANAGE BUSINESS- SOCIETY RELATIONS:
" ’ LEARNING FROM OUR EXPERIENCE MANAGING LABOR-MANAGEMENT RELATIONS ry;% \\B<

< The hiStpry of laborfpanagement relations, since before the turn of the centu

y .
.i5 may be characqptized as a search for on-going cooperation and accomodation required

by collective production\systemé By the 1930 s it had become evident thdt managerial

discretion was/limited as the primary device for securing coordination and control. ‘“é
r; The humaé relationists sought to generate a cooperative spirit by establishing the 2 .
means by. which more equitab:e exchange relationships could emerge. Pur;ly voluntary

’

exchange, however, prowved 'to be of limited utility. The terests of labor and those':

i
- ~

‘\f maragement sihply weren't sufficiently compatible over the relatively short time

J periods during which cooperation was required. Consequently, norms of association
'emerged against the backdrop of ever present threats éféstrike. Thege norms, however,aaf;tn

presdme a degree of incompatibility !Etween labpr gnd management "and. have failed ta é%e

secure.the degree of coopeggmion required. bor productivity continues to fall—-o
RN ! » Co- o

fails'to increase—-and.callé for newﬂpatterns abound. The quality of work movement

L3

reflects one such call By channelling labor and management initiatives through

qualify of work committees, this movement may prove -to be the next Step toward secur—

» . .

ing the, needad degree of mutual effort required by collective productinn systems
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Rel_ationships between business and soclety may be seen asg a societal response to

-
~

the same changes ‘that prgvt:hed the,driving force behfnd evolving patterns of labor- °
managepzent relations: increasing interdependence among participants. The size' and

1 b

ingerrelatednes‘s of contemporary c}llective production systemps often seems to contra- .
2

dict individualif;tic competitive as"sumpt:ions. Social

ts have made the interdepen~-

. flence _between the operation\qf business and the welL— eing of society increasingly

yisible. 'l'he responsd, however, was directed toward constraining Susiness be- .

N -

,-havior through the proliferatign of legislated rules and regulations. This has no

A more re3ulted in cooperative mutually beneficial relations between business

. " ‘

and society than it.did between laBor and management: earlier in the century. ’ »
Those who seek to accommodate the needs oﬁ\ business and society by subscribing to & ’,"

the emerging managerial, ideology are not likely to find lasting comfort in the be- . o

lief that the: long-fterm interests "of the business con:munity &rd the welfare of society .

- s .

are identical. The human relations movement was not successful in forging sufficient

L4 « v - / N
voluntary cooperatiod within the workplace for reasons which alsc ‘applyﬁthe b= .

/=lems currently faced by businesses. Cooperat“ on in sufficient degfee ‘imply has not . ‘
. - .
been forthconzing. Unless-all competing fizmé - cooperate voluntarily, the short-term .—’-\
costs for those wn’o do seek to accommodate W|re too great. .Governme:t regulacisons - .
have not ‘resolved the probl'em. Faced with contradictory demands, businessp‘ersons ' .

a ~

have responded through legitimate political channels to oppose administered coercion.

(’I'his will not stimulate the degree of cooperation required; it will only remoVe the only
's‘erious attempt to - address the problem,New approaches are/urgently feeded, therefcre, ’ ,
;o ’secure fhe commitment of all partiés “4n the interest of the well-being of buginess g
and society. ) hd ‘ o 7 e

e Accommodation between labor andﬁ mar;agement, to the extent that it has been real-

.

ized, emerged through the development of not-ml of association uhicn provide legitimacy

- . Y

to the applic_ation'of constraints designed ‘to enforce the underlying norm of reciprocity. 2
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i . .
Neither labor nor mana'gement should get som’ethin'g' for no't:hing, and the speci’fi’ﬁ\rul'es P
which operationalize this norm have been hannnered out on the anvil of collective bar- .
- f\ gaining and arbitratioum. Gov'ernment: has explicitly and as a matt:erfof policy nain- . ;
tained a third=-party role. The courts have tefused to heat appeals of-arb¥tration

decisions. This has zeinforced the ability of the collective bargainin

rocess to
4

L4 ’\v’ . 7
A\ resolve differences and to v._‘rk out accododations ¥ithout government -0 icial in- % -
, .
terférenq;:. The resulti orms of association are,'private,” that is, they are gen- °

-~
-

’ -« ® H
“erated-~and thereby subscribed ‘to-=by Eﬁe parties they affect.

In cont:rast:, relationships betw\een business- and society became an increasing

-

concern of government. Federel regulat:ions proliferated La.nd pl’ivat:e seccor.‘ o s

) polit:ical involvﬁut designed to protect business int:erest:s grew accordirg ly. Y <
' ¥ Corporat:ion-society relat:ionshihps were characterized more by advocacy proceedings s ‘
- than by cooperat:ive mutual effortefor the cogmon good. Govermnent oftén was __—
in the le of the plaintiff. . - ' ¢ . . S
ﬁ ased upon our experience in t:he -area of labor-management relations would

- rescribe privitizat:ion of the coercive force needed to forge -effective norms of

.

rty status wil‘l it be able to' ,

w

/t'
assoeiat:ionf Only-if government maint:ains a third-

provide the fra.p.tework needed for accomdati?{ And y if the ’drms are gexrerat:ed by -, -

thosé-who have to live with them -will t:he needed degree of commitment be fort:hdoming. o

a2 ) Current:ly, federal regulacions are haxing an effect opposite to that. intended In the ' \
’ & Federal reg‘alatio;f\had an effect opposite to that intended.. They treated a r.ft: e
o between the: business community and a commiunent to socially responsible behavior, such t}@:
' ! the businesspeople of toﬁorrow wno" seek to be socially reSponsible ;,,nay‘ be viewed ! Z

« o : $ . ;
d sanctioned in a way similar to the "rate buster" within the corporat:iou.al. .7

-

¢ ! .. : Effec:iv&rwolution of this problem requires that policy-makers intelligently ’
< cul tivate effesefie. orms of asso-eiat:ion within: the bus\xines/sfcomn:&;}:’ and pre-empt !

fective trend ::ov./ard resistance. This requires privagiZation of

.

' .

. . 3 il 19 .\ Ehe process | ~
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through.which such norms emerge in order to stimulate their formation by\the people .
. who will be affected. g"l‘here are several ways this could be accomplished each with K
‘its bwn set of promises and potential pitfalls, and oniy a few of these can be touched

upon here. However, they all require policy decisions in two areas. first,” policies

’
-

which would provide the institutional framewors within which accommodations could "

. occur and, second, polfcies which‘ would encourage both parties in these Zegotiations--

" busicess aﬁd Society-~to discipline themselves. ’ .

- 3
Creating Private Institutions for Mamaging Business-Society .
Relations: Applying the Principles of Collect!ge Bargaining . T e

: Hazel Henderson has provided a preliminary outline of one,way to approach the

institutionalizat‘!n of new. fores of privatized acconmodation between business and

. as . ¢

society.’ Some of her proposals involve an almost direct application of the cqllective, ( »

bargaining -model. She argues for. the'cultivation of new groups of social' advocates

i - ) . 'N
composed of consumers, citizens, and stockholders. These groups would provide articu:

. .

]
1ate and informed representatiLn for those yho are becoming increasingly ali7nated and

>
. *

increq;ingly unable to-constructively confrdnt corporate behaviors they find objec-
»

. tionable. Henderson hq}ds up co lective'bargaining, with its emphasis on seeking areas '
. 4 t ™ s o
= . of common concern and ) ng away from confrontation g; new levels.of communication .

,-3 LY

il

. S and understanding, as :&model for bringing the new advocates and the corporation to~* C
] 4 * » .

“ ..gether, She also prd?oses a version—of grievance arbitration for the settlement of' e
- =disputes. Communities would establish mediation boards composed of highly trained

'.citizens serving on-call’ to settle diSputes‘%hﬂch would ...otherwise fester, clutter
o : court calenders, or be resolved by pover plays." w42 ’ . . . L e .:v:.
e . M ¥ . 3 . - -]

Henderson s proposals do not go so far as to recommend national ,legislation; how- ‘
e ¢

ever,rsuch legislation could establish the framework wit which c/mhunity collective

bargaining would be nuﬁ%ured. . For example, 1egislation could establish the criteria

KN

. by which community groups and members of the business community would be dfemed offi~
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cial representatives who would conduct obligatory negotiations. The seYection of *

-

representatives and ensB!ng negotiations could be initiated Ly’ either party. Simi-

. % larly, legislatidn could establish the rules which would gnide corporations and com-

[ \

\‘ - munity égoups in the, pro®ess of contract ﬁegotiations and gri Ace arbitration and -

settlement. The.final stage in such a process could be b &ing -arbitration conducted
by an independent professional selected ‘and” compensated by both parties in the dis-

* puté. AThe longiterm interesﬁ)of thése Erbitrators would lie in writing judgments

9 -« - d - . . ‘
7acceptable to all contending parti®s. ,Since the decisions would be final--not subject

to judicial review-—these arbitrators would essentially be_codifying nérms of asso- ’

ciation governing b iness-society relations. ' L. ¢
The application of the collectIVe—bargaining model oould go a"Ehg way toward
privatizing the mgans by which business and the communities in uhich théy operate .

f reach accommodation. The procedures involved, however, are essentially adversary pro-
~
cedures, predicated upon the presumption of a’divergence of interesk. This has proven

to be inadequate for realizing the degree of cooperation of collective production
systems, and,'yhile this gpproach may be helpful there is no reason to expect it to

A\

operate fny more effectively at the level of business-society relations than it has

for labor-management relations., As has beeﬁ‘the case for collective production '

o ’
‘syst@ms, incréasing in rdependence hetween businesses and society may requirz that

’

+ more “cooperative s adversary—oriented approacﬁes be found.

The Quality of Work Moyement provides ,one approach for institutionalizing this ‘
8

sort of cooperation. There 18 no reason why business firms_and ;community groups can-
K

_mot form Quality ‘of Community Life Committdbs anslogous to the+Quality of Work Life

. committees currently being formed to manage intra-firm interdependencies. Such ‘come -

. mittees would provide an important supplement to the arbitratidn process suggésted by

the application.of the collective bargaining model. A diagrammatic representation of ‘

[

such an approach is présented in Figure 2.
«,. . - "
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Insert Figure 2 about here . .

. { e = e e = e = e - _;\__
Like the quality of Work Life- experiments currently being conducted by the

.

National Quality of Work Center, such committees could be organized and maintained on

an experimental basis by pyivate organizations. They would bring interdependent fac-

tions together g:zzgive them access to.competent consult;tion. In addition, outside
researchers could be employed to learn from the effort ahd publish materials which
could guide future ;ttempts to increase and maintain high levels.of business-community
cooperation. Standing commifftees could identify problem areas and project commfttees

could develop and administer programs designed to alleviate these problems, This sort

-

of framework would go well beyond the less formal efforts operating in many communities

s -~

today in providing the needed degree of business-communitv cooperation. Much more }

\
,work is needed to develop this sort of approach For example, the appropriate level
\ »
(eeg.y national, regional, state, eommmnity) at which to form such a committee would /

IS

'l

" have to be determined However, establishing such committees would allow ror the’

[T
generation of cooperative relationships among otherwise contending adversaries. L1t

uould provide a meaningful private forum which does not now @mist for the resolution

of disputes and the development of cooperative efforet, rb‘

Privatizing Coercion and Edcouraging Self-Discipline

" While institutionalized collective bargaining zay provide'a useful alternative -
to the present trend .toward increasing government regulétion and business resistance,

several eritical problems are likely to:impede the implementatfon, or, even serious
: . e s} : - .

-

b *

consideration, of this’ proposal. ferhaps the most important of these is the fact that

neither businesses nor their counterparts in the community are sufficiently orgdnized

4

to allqw fpr effective negotiations., It is even difficult to delineate boundaries

! which clearly differen;iate these gronpsfs Also, representatives of comminity interests

P <.

[

re likely -to be spokespersons for subgrodps which may oT may ‘not reflect the idterests

1)

Y PR T
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.-+ gocietal well-being. For example, industries® characterized by a high degree of market

’ .
¢ /

of the community as a whole. -Legislation might deal with this by requiring that such

Y

[{

: representatives be elected and that a sizeable proportion of thée electorate vote in

. - N

—

such an election béfore a negotiating presence can be declared. This would implicitly

drai~boundaries defining the community along currently operasing politically definmed .
r . . . N

S .

‘ ¢
- ’

li . < !
nes * ) ) 3

- . ;

’ -~

More signiffcant and perhaps less tractible problems axise for bus*nesses. It

is not only difficult to define the cogmunity of businesses with common interests, but

égsgislatiop and legal precedent currently constrain cooperation. It enforces com-
rd
petition among business firms operating in the same market. While it may be possible”’

to encourage cooperation among non-competing firms, significant 1ega1 change will be !
)i

I3 LY

required to allow organizations operating in the ‘same markets to coordinate their

.
¥

activities .sufficiently to allow fzz/;ruly collective bargaiﬁi;g with the communify’
i
. ; ) . : - . 0

or communities in which they opera

‘.

The suggestion of bugines;;community collective bargaining, therefore, implicitly

[

suggests avsw§2ping reappraisal of the costs and benefits associated with sole reliance

- -
¢ o

upon-competitive markets as the means for aligning business activi

es with societal

& .

interests. Americans generally believe strongly tliat business competition provides

portant safeguards and tha; allowing cooperation may undermine this mechanism. qure

*also will be those vho also feel that significant business cooperation will remove pub-

’

’

1ic policy f&om public cpntrol 43 .Nevertheless, ‘new ways must be found to more effec-

- LS

tively harness private orgénizations.in the public interest, given the formation of

v oa
‘.

nonﬁs of resistance in the business community, and the effectiveness of this community

in opposing administered coercion. . . o v ‘ : N

»

S Desgite thedfrequent assumption to the contrary, it {s not alyays ¢Sear that a1-

b’
hd

lowing for greater cooperation among even competing firms will necessarily reduce
» \ "’

. R . o “

concentration §how less than averagg_g;}ce increases during periods of greater than
e PO ﬁwﬁ‘

- ‘4323 ) ' ‘— ..,
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44 | o : : R
average prosperity. The life insurance industry, characterized by high\to moderite

. " \ - . L ¢
concentration, organized member firms to. pledge two billion dollars to. help rebuild
inner cities after'the events of the late-sixties.45 It is quite possible that the "3““

Jnformal controls\and the ability. to exercise sanctions' which market concentration "

provides are, in part, responsible for these results. Thé»\ational Alliance of Busi- \x
. A

“ < -~

nessmen .seems to be more successful when a few large emplcyers'domina;e the community
and therefore provide the means for effectife control. NAB goals are less frequently'
realized when the business community is diffuse apd loosely structured.46

: -

It is not even clear ihat overtly illegal price coopergtion always compromises

the pubﬁic interest. Several of those involved in the *'incredible electrical con-

spiracy” pointed out that the nation's deéfense caRacity depended upon the héalth of

their industry. \Eheir activities; though illegal, wer;,'they argued, acts of fefﬁa.~ .
r “ ) = - . :
sacrifice in the, public interest.47 The industry was, in fact, plagued by over-
. Y \ . - '
capacity dnd wi;hout‘mechébisms for allocating contracts among'the firms involved, =

many may well have failed. +The resulting decline in the capacity of the country to

A N ~ o

rapidly increqbe its generfging capacity may well “have compromised our defense cap-

» -

‘ability. L . ) W ’ -

i . -
If possible benefits of al}owing business cooperation have been overlooked in”

. , ) . N o .
. . the current scussion,- so Have been the costs of insisting upon competition. For - .
. . . . . - .
example, in the laFQ‘s a coordinated indﬂstry-wide assault was launched to *determine N
Y

the optimum methods for emission control in the Los Angeles area. -Because of anti-
trust—objections, however, exchange of necedsary but confidential technical data was * -

' prohibited amOng ‘firms competing in the emission‘control market, In another case, . .
. . — <, N . w7y
" /f ntility companigg were prvented from requiring safety inspections for industrial ' =

[ ¥ &

Loy ey

48
customers, because such action constituted restraint’éf trade. Yet, precedent

) established in 1949 declares that "violations of antitrust law (can) not be defended

~ - . LY -

‘.. on the grounds that a particular accused .combination would not injure but would actu-
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.lde, . The key issue, however, is to deterjfne hgw to manage such divergencies ‘and g -
1

‘overlaps pf interest. eThe.proposal for

T : - ‘ ) :
S e . : ) :
’ ) —_— S -23- : . . ¥ )
ally help manufacturers, laborers, retailers, consumers,»or the public in general. n4? : “
It is possible that such "polfcy by precedent" way be a short-sighted response to cond 'l;"
temporary.sqciet?l and business’needs., . ) : ., i T . T
! LA systemmatic‘reassessment.of the costs and benefits of sole reliance,on competi- ~j .

-tive forces, given new patterns of interdependence, is, we.believe, juStified There e e

A %

]
of course will be substa%tial areas in which cooperation will not serve societdl, .inter-

- [ -

ests., Formal codes for corporate conduct, for example, frequently include prohibitions

against cutthroat competition, competitiongyhich could lead to lower prices. Moreover,

_corporate behavior, justified as socially responsible, fay obscure other less socially

-

desiraple behavior. U.S. Steel fiyoluntarily” contributed five million dollars to

T —

Allegheny county,\bus/justified the gift to stockholders as pre-empting a significant
S ; i oty . °
tax increases50 Such examples ferve to underscore the fact that societal and corporate )

..

interests are not identical and that it is,pot always obyious where whose interésts

lective bargaining suggests that they

. [ . & . 3
could be dealt with through-a privatized arbitration process on a case-by-case basis, =
rather than by legislative‘mandate.;' - . ) ’ . S

.

Intreducing the. proposed institutions for managing, the interdependencies—between ~
@ oo

busihesses and society must go hand-in-hand with relaying or eliminatimg the constraints

which currently 1imit’ cooperation among firms More "than this, however, ‘15 needed.

v

If privatized norms of association are to be effective, firms must be given the in-

)

.

) stitutional means,for disciplining themselves. It is not sufficient simply to allow i

firn; to coopera;e in the public interest, They must be' encouraged to doVso by those E ”J"
u“\ .
who will be significantly affected and policy-makers should assess the utilicy of

~

creating means by which beneficial constraints can operate. “For example, corgorations

- -

may be allowed to sue each.other for violation of their aménftyﬁrights. 1 Anrincreas-

ingly important amenity in the business commuﬂity is a healthy public image of the




-2~

.
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business enterprise. " Fitms which, in the judgment of other firms, damage this image

could. be made vulnerable to such suits. Other structures, often currently viewed with

<
. . R e
& suspicion, may‘be called upon to encourtge compliance of‘ihdividual firms.. For example, . i
\ leading firms in concentrhted industries could be called upon-to exercise social dis- :
o cipline Just ‘as they now 6%ten exercise price discipline, Interlocking directorates,

executi»e transfers across firms, and the critical position of financial organizations

in corporate.networks all represent currently underutilized possibilities for increas-
) . .

’

-

*»
.

< % 1ing inte;organizational coordination.

-

‘Such po1icies would represent a substantial movement away fronx§ast practices.

It may be a bit frightening to significantly reduce our reliance on market nmechanisus.
= ’ ' ' ’ s s .
; However, if new ways are to be found; 'such as the application of collective bargain-

ﬁ/ ing and quslity of wor§*}{fe models, if is essential to carefully consider ssch ’ . L
3

= changes. . It is not'reasonable to expect voluntary cooperation, especially when rules,
~ of'gompliancg’are applied %xternally. Such cooperation was not forthcoming from the

‘. d shop_ ilpor during the earlier decades of this century, and it is not currently forth- °

;§ co 7;3 frdm busin%sses._ It also is not reasonable to expect business self~discipline

¢ when firms in the same markers are legally, restrfictéd from cooperating snd when pos-
sible inter~market mechanisms of private control afe “viewed with distrust and sus- - .

4

picion. 1f coilective bargaining betéeedfbusiness and society is to be considered

.
s

seriously, such cdnsideration must go hand-in-hand with propOSals favoring cather :han ..

v restnicting the. degree of organization allowed in thg busines54comm§nity.

.

Whichever ﬁ%w approaches are gmnerated, they ‘mst” be evaluated against the cur~

.

* rent trend of effective corporagg resistance to government regulation. /As

* f pay
~ a PR

lx;f Kingman BrBWster has noted " "The public red tape of bureaucracy and the private red ‘ -

3

14 »-,.,-
.

cape of litigatory obstrnction Aare an unhappy price to pay in order to h&Tn ess pri-. -

) Vate initiatﬁve tolthe public interest.... 52 It i% a price wnich may not have to
!

e paid. CgbrOugh creative policy-making, it may be possible to find a better way.

1:

0 - In this paper we. have suggested that our expe nee managing hutnan relations in col-.

\A"‘ v
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.

lective! product’ioa systems may provide a direction for working our way out of the
—

current situ&@on. The ideas are only meant to be suggestive. There are many .other

&
.

possibilities and the ones present%’re deed much more development before they can -
(%% . .

be considered complete po ic;zgproposals. Some new solutions are, however, required :
if we are to move toward the more cooperative society we must become. ByM

workable designs for-st‘ructuring business—society ialationships, analysts and policy
L4

makers will be strengz.hening the bonds between societies, corporations, and individual

citizens, bonds which currently constitute one of the most serious social ahd economic
. : \ . .
problems of contemporary society. R ¥ , ,
- & * e ¢ : P
§ . ] .
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o .
R 13 I - Vd
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- - . - '{,‘ ) ’ ’ . } . . N t . o= -
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. N T e . - N Q A N 7 v

~ -

o 15.. See Alvin ¥, Gouldner, "The Nomgyof Keciprocity," American $ociological Review, .
“r - 25:1?1—175%’:955. N - ] . '
16. These evolving norms-of.association, as well as others, are more fully/detailed P ‘v
. . in Philip Selznick, -Ibid., pp. 164ff. Additional material describing the emer-
- . gence of such norms thzough the process of grievance arbitration' can be found .
' ' in Ginzberg and Berg, Ibhid, N - ;

_ 17} The Cdmmi‘ssion set up experiments designed to find new ways for increasing )
labosianagement cooperdtion at work. One experiment took place in a mine in
Pennsylvania and is described in Paul S. Goodman, Assessing Organizational »

Change: The Rushton Quality of Work Experiment, Wiley-Interscience, 1979. .
.Related experiments.have been described by Robert H. Guest (Quality of Work

RS Life - Leatning from Tdrrytown, " _Harvard.Business Review, 57(#4):26-87, 1979)
= and by Barry A. Macy, Gerald E. Ledford and Edward Ei Lawler ILI (The Bolivar

- ©+. -, Qualiry-.of Work Experiment, Wiley-Interscience, forthcoming).
- " 3 " < Py

N . -~ - - - ,
* ., 18. These experﬂnents ‘have involved The g“:;nessee Valley Authority, The City of
.San Diego,. and seweral private organizations. - .

19, The form ¢f this graphic display of the qi;aiity of work design was adapted from
David A. Nadler, "Consulting with Labor and Mana’gemen% Some Learnings from
(e ’

S ' Quality-of-Work-Life Projects,".in W. Warner Burke The Cuttidg Edge:
» Current Theory and Pra_htice in Organization Deve},ogment, University Associates,

,"t ‘,: = ) 'InC., 1978. : - . R . “ . - -

‘ 20, _T;?ﬂills, “"Human/ Resources’ - Why the Newaczncern?" Harvard Business Review, . ) \
T ‘ 53/4#2) s, 120-134 4 1975, -+ - o SR

! ORI - N \ - RS N . s fj
21, c_Kairl W. Kapp, The Social Costs of Private Enterprise, Schockgn Books, 1971. 'Kapp ., .
. first publis his tHesis in 1950, predicting then that within twenty years ’ w o

.sogidl cos Twould become a major social®and economic issue.
.o P N . .Y a o H &y N o
. 22, See Morrell Hzald,f,The Social Responsibilities of Business, Company and Community,
ST . : The Press of -Case Westérn Reservé University, 1970, page 107. ~ D .
- 3, Horrell Heald, Ibid.} page 85y ——— - e L .

. P v . o : . -
".24. Francis-X. Sutton, Seymour E. Harris, Garl Kaysen, and James Tobfm, The American

: : *+ *° Business Creed, Harvard University Press, 1956, 5 =
. 25. Joseph R. '}bfgan, Jr, Modern American Cdpitalism, Houghton~Miffldn, 1963. ﬁ: .

- T
- -0 . *
30 DR
A z N
"":%;f:):__?f;_—_;—_m - C —— . -
o .

Ed

L L - L 7




(%4
4

- e . ’ - . . ) i
R ©o. 29~ -

'.7 . . - 3 . . ‘. A J‘
\36. Joseph R. Monsen and Mark W. Cannon, The Makers of Public Policy, McGraw-Hill,
, 1965,. page 47. . )
.\ 27, lorrell Beald, Tbid. L . -

v
-

28, _Sée Philip B. Osborne,' The War That Business Must Win, McGraw-Hill, 1970.

. ‘e . = s
T / 29, Henry Pord, II, The Buman Enviromnment and Business, Weybright and Talley, 1970,
: pages 53 & 56. .. | N .o .o -

e

30.  Fred Allen, "Corporate Congluct," Business Today, l4 (Winter), page’25..

' 31. A great deal of effort has been expended in the search for such measures. Social
program budgeting, social accounting, and social cost-benefit analysis are but a
. ) few of the development techniques., Reviews and proposals are plentiful, such ass
-t ; those of S. Prakash Sethi ("Getting a Handle on the Social Audit," Business and
Society Review Innovation, 4:/31-38, 1972), archie B. Carroll and George W.
. Beiler ('Landmarks in the Evolution of the Social Audit," Academy of Management
- Journal, 181589-599, 1975),  and Melmolf Dierkes and Raymond A, Bauer (Corporate
Social Accounting, Praeger, 19737‘.\ Almost all of.the curwent methods and pro=
posals, however, presume that socially responsible activities will, enhance long;/
-~ run profits (see, Raymond A. Bauér and Dan H. Fenn, Jr., The Corpdrate Social
Audit, Russell Sage Foundationm, 1972, page 6'2).‘”’ .

Ny -

L4
s

32. See Philip B. Osborme, Ibid., pages 6 & 7.

33. Phitlip I. Blumberg, "Corpprat:e’ ’Respc\msibility !nd‘t:rhe Employee's Duty, yalty
. and Obedience: A& Preliminary Enquiry,” #A Dow Votaw and S, Prakash Sefhi ( M

t o The Corporate Dilemma, Prentice-Ball, 1973, page 61.

‘ 3%, GCommission on Private Philanthro%y and?Public Needs, Giving in Ameridg, Coumis-
- sion. on Private Philanthropy and Public Ngeds, 1975, .page 156..

35. See Heary G. Mamne and Henry C. Wallich, The Modern Corporasion and Social Re-
sponsibility, American Enterprise Institute for Public Policy Research, 1972.

36, Committee for Economic Deveioprment, Social Responsibilities of Business Corpor-
. ations, Committee for Econmomic Development, 1971, page 29, James-W, McKie =
. % ("Changing Views," ifXJ., W. McKie’ (Ed.)., Social Responsibility and the Business
L3

Predicament, Brookings Institution, 1974), has properly called this document

-Talmost an official manifesto of a new business ethic,” . \\/
, e Uy : = ,
37. Murray L. Weidenbaum, Business, Government, and the Public, Prentice-Hall, 1977,

‘page 28.?; w

Id ‘

38, - Joseph S. Berliner's classic work, Factory and Manager in the U.S.S.R., Harvard.
- *  University Press, 1957,71s filled with detailed examples of systemmatic subver-
. ~ -giomn of \e:gternally applied rules, especially falsification of reporting (Ch. 10).

- - . .
. 39, Of those convicted in the ‘electric company pric'e—fiéing conspiracy, only those
v ‘who had worked for General.Electri¢ were not welcomed back by thelr previous
employers (gee Richard”A. Spfith, "The Incredible Electrical Conspiracy,"
isxFort‘une‘,f 63. (#4): pages 132££¢and '63 (#5)% pages 181ff), Further evidence of




40,

41,

42,
43,
46,
45.
46.

47,
48.
49.

50.

51,

S S =30~

a v )
S i
the independence of business ethics from legally d endible behavior is pro-
vided by Edwin H. Sutherland,- who concluded that "...a violation of the legal
code is not necessarily a violation ok tife business code. (White Collar
Crime, Dryden Press,<?8%9, page 219)

-

See Murray L. Weidenbaum, Ibid., pages 262ff i

* Theo Nichols (Qwmershi Control and Ideology, Allen and Unwin, 1969) reports a
case where sucH social pressure actually occurred Board members of a firm
which was particularly committed to the doctrine of social 'responsibility were, -
for, this reagon, viewed*as outcasts by managers of other ffrms,
‘Hazel'ﬂenderson, "quard Managing Social Conflict," Harvard Business Review,

49 (#3):82-90, .

See, for example, Theodore Levite,. "The Dangers of Social Responsibility,
Harvard Business Review, 36 (#5):41-50, . .
~ . 9 7 , . /—-
Prederic M. § er, Industrial Market §tructure and Economic Performance, 'Rand

¢McNally, 1970,§ page 303. o R ] :

George Church, "The Executives as Social Activists," Time, 96 (#3) 1970, pages
62"680 . &

Business Week, '"Hard-Core Jobless Get a Friend at the Top," #2062 (March 8),
1969, pages 62-71. e b

0 . s
Richard A. Smith, Ibid. (
{ .

Murré; L. Weidenbaum, Ibid., page 157, . ¢

Gibony v. Empire Storage~and Ice Company, 375 U.S. 693 496, 1949,

Marvin A. Chirelstein, "Corporate Law Reiprm," in James W. McKie (Ed.), Social
Responsibility and the Business Predicament, Brookings Institution, 1974,
pages 41-77. . . - ,
The posgibility of permitting such suits is discussed in Edward J. Mishan,
Technology and “Growth, Praeger, 1969.

. i
See Kingman Brewster.Jr.'s Introduction to Eenry Ford II, The Human Eﬁ?Ironment

52.

. and Business; Weybright and Talley, 1970. r




